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FUNCTIONS OF LIFE-INSURANCE COMPANIES. 


President Creene of the Connecticut Mutual Declares Against the Banking Feature — 
Comment by the Editor upon the Practical Side of the Question. 


[From President Greene’s Report to Policy-holders.] 


Life-insurance contemplates and 
is adjusted to just one end: the im- 
mediate and sufficient protection of 
those dependent ones who are either 
not at all or insufficiently provided 
for in case their bread-winner dies, 
and for whom he can make no other 
provision at once, and can make no 
other at all except by the long proc- 
ess of yearly savings slowly ac- 
cumulated in savings banks, or by 
investment in safe securities bearing 
interest at a moderate rate, all sub- 
ject to interruption and delay by 
unfortunate contingencies, and to 
be brought to an end at any moment 
by his death. 

Life-insurance changes all this: 
It, and it alone, among human 
schemes, can provide at once, in 
case of death, the fund which could 
have been accumulated only in a 
long lifetime; which might never 
have been otherwise accumulated at 
all; which at best could have grown 
but slowly and might have been 
stopped at any time. 

This is the one thing life-insur- 
ance can do: this is the one thing 


which no other device of man can 
do. Every other thing that can be 
done for men with money, and with 
their money, can be done and best 
done by other financial schemes 
and the institutions designed and 
fitted to their specific purposes ; but 
this one thing none other can do. 
Therefore life 
others depend use it for their imme- 
diate and sufficient protection. 

In dealing with life-insurance as 


must he on whose 


one of the most useful and influen- 
tial factors in the development of 
our socio-economic life, it is of the 
highest importance not only to rec- 
ognize at its fullest use and value 
its true aim and single function, 
but also to recognize the limitations 
of that function by reason both of 
the singleness of the aim itself, and 
by certain incidents inseparable 
from the conduct of the business 
as a business; which incidents sum 
up their effect in an expense of 
management necessarily higher 
than that of any other class of in- 
stitutions used for the care and 
investment of money. 
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Expense of Life Insurance. 


Unfortunately the business is, 
and apparently can be, done only 
by solicitation, which is costly; 
and it demands the employment of 
large office and medical staffs and 
field organizations. 

While, then, the service life-in- 
surance renders is unique, its cost, 
even when kept rigidly down to a 
minimum, is unique as compared 
with that of savings banks or the 
investment of money in ordinary 
safe ways. 

But because a man’s duty to pro- 
tect his family is imperative, and 
because he cannot otherwise rightly 
and fully discharge it, he is justi- 
fied in incurring that expense for 
that purpose. But he is not justi- 
fied in incurring that expense by 
using the company to do some other 
and different thing which can be 
done by some other instrumentality 
at far less expense. 

Moreover, a life-insurance com- 
pany cannot undertake the obliga- 
tions and operations peculiar to 
other institutions without using 
methods and subjecting its business 
to contingencies which contravene 
and imperil the very structure im- 
posed upon life-insurance by its 
own particular purpose. 

When a life-insurance company, 
in order to attract business, under- 
takes to treat its reserves, created 
and held for the ultimate payment of 
all its insurance contracts, as if they 
were deposits in a savings-bank, sub- 
ject to withdrawal at the will of the 
depositor, and so to be looked upon 
by him as an investment; or makes 
its policies seem to be a ‘‘bond,”’ 
comparable in cost and outcome 
with a real bond investment, it not 
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only exposes its whole insurance 
business to the sudden paying out of 
the reserves necessary to its integ- 
rity, but, if it regards its premiums 
as ‘‘deposits’’ or as ‘‘ instalment 
payments’’ for the purchase of 
‘*bonds,”’ it has to charge these 
deposits or instalments with not 
only their annual contribution to 
death losses, but with commissions 
to agents and other expenses which 
take out of them every year a large 
percentage on each $100 deposited 
or paid in, varying according to the 
company’s economy or want of it. 
And this stands in contrast with de- 
posits in savings banks without any 
commissions at all, and but slight 
comparative cost of management, 
and with real investments in mort- 
gages, bonds, or good stocks, with 
no expense at all. 

Obviously one cannot afford to 
employ a life-insurance company, 
with its necessarily high expense 
rate, to act as his savings‘bank, 
nor to regard its policies, however 
phrased, as real investment bonds, 
nor to have his life-insurance, on 
which his family depends, exposed 
to the constant menace of the whole- 
sale withdrawal by others of the 
necessary reserves, as if they were 
really mere deposits in bank. 


¥ 
Some of the Banking Features. 


Yet it is precisely along these 
lines that business is most sought 
to-day, and the companies seeking 
it most eagerly are those that have 
the heaviest expense rate, and the 
business is secured, in part at least, 
through misapprehension. The ex- 
pense is concealed from the policy- 
holder for the present by postponing 
dividends for long periods of years, 
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with the expectation also that 
meantime many forfeitures will oc- 
cur for the benefit of those who 
outstay the period ; the ‘‘5 per cent 
bond’’ sells through concealment 
of its real cost and of the fact that 
for the same money one pays for 
a $10,000 ‘‘bond’’ he could have 
instead $13,000 cash down, and the 
companies turn themselves practi- 
cally into savings banks, trusting 
luck that the run may never come 
which would destroy them as insur- 
ance companies. 

And yet one of the most striking 
features of the experience of the 
companies competing by _ these 
methods for great growth for 
twenty-five years and more is the 
fact that, notwithstanding the enor- 
mous lapses and forfeitures which 
have occurred, and upon which they 
have depended for unusual profits 
to those who outlived and out- 
stayed the deferred dividend period, 
the expense has been so great that 
the actual dividends have not even 
approximated the estimates upon 
which the business was secured. 

It is because there is but just the 
one thing that life-insurance can do 
that no other institution can do, 
and because, at best, its necessary 
cost is relatively high, and because 
any other financial operation can be 
better and more cheaply done by 


Analysis of Mr. Creene’s 


If President Greene intends the 
public to understand that other life- 
insurance companies are doing .a 
banking business and that the Con- 
necticut Mutual is not, his position 
is a deceptive one; therefore, we do 
not believe that he intends it to be 
so understood. The Connecticut 
Mutual does a banking business as 
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some other institution organized for 
its own specific purpose, and be- 
cause a life-insurance company can- 
not do anything that other institu- 
tions specifically undertake except 
at a disproportionate and excessive 
cost, and yet more, because any 
other thing which other institu- 
tions undertake is, in specific aim, 
method, and incident, in conflict 
with and more or less destructive 
of the proper aims, methods, and 
results of life-insurance and its ad- 
ministration ; it is because of these 
things the Connecticut Mutual has 
refused to be led aside by the stress 
of competition, to deck out life- 
insurance in the garb of something 
else, has adhered to the true and 
particular aim of life-insurance and 
its necessary method, and has 
thereby accomplished its intended 
result of perfect protection at low 
cost in an incomparable degree; it 
is because of these things that it 
still so bases, and frames, and ad- 
ministers its contracts as to give to 
its beneficiaries sure protection at 
least cost and at annual cost to the 
payer of the premiums, according 
to his own proper risk from what- 
ever cause, protecting him against 
fraud by others and the cost of it, 
and not taking anything from him 
by any device for the benefit of 
some one else. 


Position : by the Editor. 


well as other companies. It sells 
endowments and annuities, both 
of which embrace investment fea- 
tures. The Connecticut Mutual 
also guarantees a cash value in its 
contracts,— less liberal, to be sure, 
than other companies, but the 
same in principle. There is noth- 
ing which other life-insurance com- 
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panies do in the nature of a banking 
business which the Connecticut Mu- 
tual does not do also. 

We are compelled, therefore, to 
consider whether or not the Con- 
necticut Mutual is justified in issu- 
ing contracts which embrace invest- 
ment features, and whether or not 
it has endangered itself by guaran- 
teeing to pay cash values to retiring 
members, thus making the reserve, 
ora portion thereof, in effect a bank 
deposit. 

Mr. Greene says that life-insur- 
ance contemplates and is adjusted 
to just one end,— the immediate and 
sufficient protection of dependents. 
Being an axiom, this statement is 
beyond controversy, but neither the 
Connecticut Mutual nor any other 
standard life-insurance company 
offers for sale life-insurance only. 
Hence, any objection which Mr. 
Greene has to the investment or 
banking feature of life-insurance 
applies to the company of which he 
is president. 

¥ 
Banking Feature of Life Insurance. 


Mr. Greene states that the invest- 
ment or banking feature can be 
done by other financial 
schemes.’’ This is a question of 
fact to be determined by comparison 
between the average life-insurance 
company and the average bank. 
The success of a_ life-insurance 
company depends upon the safe and 
profitable investment of its trust 
funds, just as in the case of a bank; 
therefore, financial skill and judg- 
ment are quite as essential in the 
former as in the latter. The test of 
a bank’s worth to its depositors is 
the rate of interest paid consistent 
with security. The test of a life- 


‘* best 
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insurance company’s worth to its 
policy-holders is the rate of divi- 
dends paid consistent with security. 
By the nature of their business, life- 
insurance companies are compelled 
to make financial investments. If 
they can do this as well as banks, 
which they certainly can, why 
should they not give their policy- 
holders the benefit of their skill? 

The particular function of life- 
insurance companies is to provide. 
for dependents, but no standard 
company exercises this function 
alone. In post-mortem assessment 
insurance only can investment or 
banking be eliminated from the 
management of a life-insurance com- 
pany. More than one third of the 
total income of the Connecticut 
Mutual is comprised of interest from 
invested funds, —$3,073,000 all told. 
It may be that in the care and in- 
vestment of its immense reserve 
funds President Greene prefers not 
to exercise the financial skill of a 
banker, and to concern himself 
only with the administration of the 
insurance end of the business; but 
if that is his choice he cannot ex- 
pect to compete with those compa- 
nies which so invest their reserve 
funds as to yield the largest pos- 
sible results to their policy-holders. 
At any rate, he ought not to object 
to the exercise of such financial 
skill by other companies. The in- 
vestment or banking feature of 
level premium life-insurance is at 
the very root of its success. Com- 
panies are compelled to earn at least 
three and one half per cent on their 
reserves and as much more as they 
can with safety. 

> 


Increase of Investment Insurance. 
Mr. Greene’s contention that the 
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cost of banking in life-insurance 
companies is greater than in the 
case of banks is also a question of 
fact to be determined by actual re- 
sults. The marvelous increase in 
the purchase of insurance as an in- 
vestment shows what opinion is en- 
tertained by the investing public 
upon that point. There is no rea- 
son why life-insurance should not 
produce financiers as capable and 
skilful as those employed by banks. 
The amazing growth of life-insur- 
ance investments is due to the fact 
that the investing public has be- 
come convinced that as a safe, 
conservative investment there is 
nothing better than a contract ina 
standard life-insurance company. 
It may be that Mr. Greene’s expe- 
rience with the Connecticut Mutual 
has convinced him that he cannot 
do an investment business as well 
and as cheaply as banks, but the 
experience of other life-insurance 
companies has been different. 

Mr. Greene holds that a guaran- 
teed cash value subjects the com- 
pany to the danger of a large and 
sudden withdrawal of its reserves. 
No such contingency has arisen 
since cash values were inaugurated 
by law in Massachusetts a quarter 
of acentury ago. The contingency 
is, however, a possible one. It may 
be that Mr. Greene has cause to 
fear such a possibility; but the 
strength of a life-insurance com- 
pany, like the strength of a bank, 
depends upon its abilitv to meet all 
the financial exigencies of modern 
business conditions. We believe 
that the standard life-insurance 
companies are fully prepared to 
cope with such emergencies, and 
none so well as those which have 
devoted the greatest care and skill 


IOI 


to the financial side of the business. 
oa 
Dividends to Policy-holders, 


Mr. Greene speaks with empha- 
sis of the cost of insurance to policy- 
holders in the Connecticut Mutual, 
and also of the ratio 6f manage- 
ment expenses. It is generally 
understood that the company has 
done well by its policy-holders in 
past years. This, however, is not 
a test of the future. It is calculated 
that in the past five years the 
company has paid $1,171,000 more 
in dividends than it has earned. 
Mr. Greene admits that during late 
years the surplus ‘‘ has been some- 
what drawn upon each year to 
maintain the long-continued scale 
of dividend.’’ He further says :— 

‘How long it may be necessary 
to do this, if it long remains neces- 
sary, or how far we may deem it 
wise and prudent to continue the 
process, we cannot predict. It isa 
just and proper as well as the in- 
tended use of past accumulations 
of surplus so long as it is safe. 
When it approaches the question- 
able point we shall stop and frankly 
go upon a scale that squares with 
the facts and conditions likely to 
govern the future.”’ 

If President Greene’s judgment 
is that the company should con- 
tinue paying out its surplus at the 
rate of $1,171,000 in every five 
years, it seems to us that he is clos- 
ing his ears to a clear and distinct 
voice of warning. The circum- 
stances seem to show that the com- 
pany has reached a point where the 
cumulative value of its plant as a 
dividend producer has begun to 
wane, and that unless it can realize 
gains in the future from expansion 
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of its business or improvement in its 
financial management, it will soon 
be passed in ratio of dividends by 
most of the standard companies. 
It is a fact that companies which, 
during the past two decades, have 
not exhausted themselves by pay- 
ing large dividends, but have 
sought, by financial skill and un- 
derwriting judgment, to husband 
their resources for the future, are 
just now entering upon an era where 
their dividend payments with an 
increasing surplus will equal, and 
perhaps exceed, those of the Con- 
necticut Mutual. The latter, on 
the other hand, is now compelled 
either to reduce dividends or con- 
tinue the depletion of its surplus. 


¥ 
Cost of Management. 


In the matter of cost of man- 
agement the Connecticut Mutual 
most favorable results as 
compared with other companies. 
President Greene states that the 
ratio of expense of management to 
receipts in Ig0I was 12.28 per cent. 
In order to clearly understand this 
ratio, the figures upon which it is 
based should be carefully analyzed. 
There two points worthy of 
note :-—— 

First: The expenses of manage- 
ment do not include the taxes paid 
by the company,—some $385,000. 
Mr. Greene claims that taxes should 
not be included in expenses of man- 
agement, because it is an item of 
charge which the management can- 
not regulate. But from the stand- 
point of cost to policy-holders it is 
an expense, of whatever nature it 
may be, and if the business of the 
company is of such a character that 
it is necessary for it to pay a pro- 


claims 


are 
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portionately large sum in taxes, 
that is just as much an item in the 
cost of management as commissions 
to agents. Furthermore, the mat- 
ter of taxes is not wholly beyond 
the control of the management,— 
that is to say, the relatively large 
proportion of taxes paid by the 
Connecticut Mutual is due to the 
policy of management deliberately 
chosen by the company, by which 
its business as a whole is main- 
tained at a practical standstill. 

Second: In taking the ratio of 
management expenses to total in- 
come it should be noted that out of 
the total income of $8,182,473, more 
than one third, or $3,073,420, is 
comprised of interest receipts, when, 
as a matter of fact, the ratio of ex- 
pense named by Mr. Greene — 12.28 
per cent—is not a proper charge 
against interest income. If it actu- 
ally costs the company this rate of 
expense to handle its interest in- 
come, then it may be true that the 
Connecticut Mutual cannot do its 
banking as cheaply as banks. 

On account of the special features 
which have been pointed out, the 
ratio of management expenses ex- 
cluding taxes to total income in- 
cluding interest, is not a proper one 
when we come to make comparison 
with one of the great companies 
whose policy of management is dia- 
metrically opposed to that of the Con- 
necticut Mutual. The total manage- 
ment expenses of the Connecticut 
Mutual, including its taxes, when 
compared with its total receipts, 
produces an expense ratio of 17 per 
cent. Theexpense ratio of the giant 
company referred to for 1go1, upon 
the same basis, is 17.32 per cent. If 
we exclude interest income, and take 
the ratio of management expense 
to premium income alone, the ex- 
pense ratio of the Connecticut 
Mutual is 27.2 per cent, and of the 
other company 22.9 per cent. 











PRESENT STATUS OF THE ROYAL ARCANUM. 


Secretary W. O. Robson Comments upon the Connecticut Department's Report. — 
Fraternals Cannot be Judged from Commercial Insurance Standpoint. — The 
Future of the Society. 


In the January number of this 
magazine the following statement 
was made in respect to the recent 
examination of the Royal Arcanum, 
made by the Connecticut Insurance 
Department : — 

‘‘Actuary Hawley, who makes the 
report on behalf of the Connecticut 
department, states that the mem- 
bership of the society on Nov. 30 
Was 228,671, against 210,074 the 
previous December. He says that 
there is some cause at work which 
has tended to decrease the annual 
contributions to the reserve fund, 
notwithstanding the large increase 
of members. He points out that in 
1899, with a membership of 193,868, 
the sum of $709,000 was transferred 
to the emergency fund, while in 
1901, with a membership of 228,671, 
but $226,000 was transferred. In 
other words, the contribution in 
1899 to the reserve fund was $1.31 
per thousand, while in rgo1 it was 
but 38 cents per thousand. The 
average per member in 1899 was 
$3.66, and in 1go1, 98 cents. 

‘*Mr. Hawley states that increased 
mortality accounts for the diminu- 
tion in the contributions to the 
reserve fund; that an investigation 


What Mr. Robson Has 


At the request of INSURANCE 
Economics, the secretary of the 
Royal Arcanum, Mr. W. O. Rob- 
son, has prepared for publication in 
this magazine the following com- 


of the actual to expected experience 
by the American table of mortality 
shows that from ages twenty-one to 
forty the actual losses are within 
the expected. At age forty-one the 
expected experience is exceeded. 
From that age up to fifty the expe- 
rience is within the table. From 
age fifty-one to age eighty-three the 
actual losses are in excess of the 
expected. As a whole, however, 
the actual experience for the year 
was ninety-four per cent of the 
expected. 


‘** He thus finds that the decrease 
in the contributions to the reserve 
is due to increasing mortality in 
the older ages. An examination 
of the society’s charges shows that 
the members at older ages are pay- 
ing less than their share of the 
actual cost, while those at younger 
ages are paying more. He thinks 
that the present rates are adequate, 
and that a readjustment should be 
made at an early date, and says that 
the secretary of the Royal Arcanum 
informs him that steps are being 
taken to secure this readjustment, 
and that the subject is now being 
considered by a special committee.”’ 


to Say About the Matter. 


ment upon the conclusions of the 
Connecticut department : — 

‘*The report of the Connecticut 
insurance department was written 
entirely from the commercial insur- 
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ance standpoint and from an un- 
friendly attitude toward fraternal 
insurance societies. The compari- 
sons made were with standards 
adopted by the laws of the States 
for commercial 
nies. These standards are based 
upon mortality tables arranged from 
experience of commercial insurance 
companies with their policy-holders, 
and not with actual lives. The 
rates deduced from these tables are 
for the benefit of commercial com- 
panies and are loaded for profit to 
the company and for protection of 
the company against loss. 

‘“The laws governing fraternal 
societies, including the law of Con- 
necticut, the 
fraternal laws 
governing 


insurance compa- 


expressly 
societies from 


exempts 
the 
commercial insurance 
The spirit of these 
laws is that the fraternal societies 
shall have an opportunity to work 
out their own salvation without un- 


companies. 


reasonable restrictions, so that in 
the survival of the fittest the public 
may have the benefit of their expe- 
rience in furnishing protection with- 
out the commercial investment 
feature. It is unfair to a fraternal 
society to compare its modest ac- 
cumulations of an emergency fund 
with the requirements which the 
law imposes for a commercial or- 
ganization. 

‘*The standards of solvency of 
the two systems are entirely differ- 
ent. In the commercial company 
the law requires it to have on hand 
in its reserve a certain per cent of 
the amount at risk, in accordance 
with the duration of each policy. 
The moment the reserve falls below 
that per cent the company is legally 
insolvent, although it may have 
many millions more than are re- 
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quired to be held in reserve. Insol- 
vency may be brought about by 
depreciation of securities and in 
various ways over which a company 
has no control; and yet, while 
legally insolvent, it may be actually 
able to meet all its claims as fast as 
they mature. This requirement of 
insolvency requires high rates of 
premiums, loaded in each depart- 
ment of mortality, reserve, and ex- 
pense, so that the company may, 
at all times, have on hand sufficient 
funds to comply with the legal re- 
quirements for reserve. 


¥ 
Reserves as Applied to Fraternals. 


‘On the other hand, the law gov- 
erning fraternal associations fixes 
The 
law requires reports and examina- 
tions as to their financial condition 
and membership. Those reports 
are published for the information of 
the public, and the public has an 
opportunity to judge for itself 
whether the association is honestly 
managed, —is paying all claims as 
fast as they mature. It is not re- 
quired to provide for claims that 
may mature twenty-five or thirty 
years hence. Its purpose being pro- 
tection, pure and simple, the only 
common-sense standard of solvency 
is whether if it were to quit business 
to-day it has on hand sufficient as- 
sets to meet all claims that can be 
brought against it. 

‘‘ This principle is embodied in the 
law authorizing the association to 
carry as a death fund three or five 
full assessments upon an unlimited 
membership, and is permitted to ac- 
cumulate an emergency or reserve 
fund not exceeding five per cent of 
the amount at risk. The associa- 


no such standard of solvency. 
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tion is limited in the amount of 
funds which it is allowed to carry 
on current account or accumulate 
in a reserve or emergency fund. 

‘‘ Having knowledge of the pro- 
motion of this law, I am able to say 
that the thought in the minds of its 
promoters was that an association 
might have authority to accumulate 
such funds that if there was a falling 
off of membership from circum- 
stances over which the corporation 
had no control, the corporation 
would have funds enough on hand 
and invested to meet all claims 
which could be brought against it 
within a reasonable time. 

‘‘That is the very spirit and es- 
sence of the fraternal system as ex- 
emplified in the Royal Arcanum. 
Actuaries tell us that accumulation 
of such immense reserve funds as 
are required for commercial insur- 
ance purposes are not at all neces- 
sary for an association furnishing 
protection pure and simple. 

‘*The accumulation of such im- 
mense reserve funds is entirely for- 
eign to the objects, purposes, plans, 
and methods of the Royal Arcanum. 
The great bulk of our membership 
would rather make a higher annual 
contribution to the payment of cur- 
rent mortality claims than to con- 
tribute funds for the accumulation 
of such immense reserve. With 
$2,000,000 of quick assets above all 
its known liabilities, the Royal 
Arcanum could go out of business 
any day, and fix a time two or three 
months later, beyond which it would 
not pay any claims, and settle every 
claim in full that was brought 
against it. Many commercial life- 
insurance companies in the past 
have not done so well, even with 
their boasted reserves, when they 
have passed into the hands of a 
receiver. 
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Mortality Experience. 

‘‘“The statement in the report 
that the mortality during 1900 was 
ninety-four per cent of the expected, 
according to the American experi- 
ence table, is something that no 
one can contradict, because no one 
but the actuary himself -knows how 
it was figured. I have been taught 
several ways of figuring the mor- 
tality each year and of comparing 
it with the expected. No less than 
three actuaries have given me three 
different formulas. If I figure it 
one way it is eighty-three per cent; 
if I figure it another way it is 
eighty-eight per cent. It all de- 
pends upon the point of view. If 
you are figuring to make a low per- 
centage in favor of the society, you 
naturally pursue the method that 
will give the lowest percentage. If 
you are antagonistic to the society 
you will naturally pursue the 
method that will give it the highest 
percentage. 

‘‘ When the mortality experience 
of the Royal Arcanum is published 
for its first twenty-five years of ex- 
istence, it will be something novel 
in the history. of life insurance. I 
am told that there has never been 
an experience published which has 
as its basis an insurance association 
which has issued over three hun- 
dred thousand certificates to actual 
members, extending over a period 
of twenty-five years, and the record 
of which has been carefully com- 
piled from the commencement. So 
far as it has been compiled this ex- 
perience shows that in twenty-four 
years we are less than seventy per 
cent of the expected, according to 
the Actuaries’ table which we have 
been informed is a better table for 
comparison because it covers a 
longer experience, the American 
table being a mongrel table made 
up of a comparatively short expe- 
rience of one company, and gradu- 
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ated below thirty years of age on 
the basis of high rates for young 
men, and above seventy-five on the 
basis of the Actuaries’ table. We 
are told that the American table is 
more favorable for commercial com- 
panies because it enables them to 
charge higher premiums; and that 
the Actuaries’ table is more reliable 
for comparison by associations like 
the Royal Arcanum until the expe- 
rience of the Royal Arcanum has 
extended over a period of at least 
thirty years. 

‘Upon the question of the suffi- 
ciency of rates, there are no guar- 
anteed level rates in the Royal 
Arcanum, and therefore a compari- 
son of simply twelvé assessments a 
year, with the rates for Old Line 
companies, is not fair. The Royal 
Arcanum rates are twelve per year 
anyhow, and as many more as may 
be necessary. The law contem- 
plates the collection of as near 
current cost as possible, without 
immense accumulation of reserve. 
Consequently, before we could fix a 
rate that would meet the require- 
ments of a legal reserve company, 
the laws of twenty-five or thirty 
States would have to be changed in 
their provisions governing the fra- 
ternal associations. 

‘‘The Supreme Council of the 
Royal Arcanum has always met 
with courage, conservatism, and 
progressive ideas any question 
which the experience of the Order 
has brought to its attention. If the 
time ever comes that an adjustment 
of rates shall be necessary, the 
Supreme Council will have the 
courage to do what is necessary in 
order to carry out its purposes and 
insure the fulfilment of its contract. 
That has been the policy in the 
past, and that will be the policy in 
the future. fie, | 
Pet , * 

Will Make a Public{ Demonstration. 


‘* For the past ten years we have 
had a committee every year watch- 
ing our experience very closely, 
comparing it with the experience of 
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other societies and with the stand- 
ards of commercial companies. 
There is no secret about it, and it 
is well understood by our member- 
ship; but it is not the purpose of 
the: Royal Arcanum to assume all 
the paraphernalia needed for a sol- 
vent commercial company. There 
is no necessity for it. 

‘*It will take time to demonstrate 
the difference between the actual 
requirements for a commercial com- 
pany and the actual necessities of 
an association organized for pure 
protection. The time is near at 
hand when the Royal Arcanum will 
furnish this demonstration for the 
benefit of the public. That is the 
secret of the war which the com- 
mercial companies are constantly 
waging against the Royal Arcanum. 
They think that if they can destroy 
confidence in the Royal Arcanum 
they can break up the system; or 
if, through pressure upon State 
insurance departments, they can 
bring about a compulsory rate of 
assessment which will make the 
cost equal to that in an Old Line 
company, they can drive us out of 
the business. 

‘* The fraternal beneficiary system 
does not depend entirely upon the 
success of the Royal Arcanum. 
The idea has taken root among the 
American people. Nearly three 
million of men carry protection 
for their families in these associa- 
tions. The contributions to the 
families of deceased members each 
year areenormous. It is not nowa 
question of permanence but a ques- 
tion of method. The knowledge 
which the commercial insurance 
companies have compiled is open to 
the managers of the fraternal asso- 
ciations. The same actuaries who 
are consulted by Old Line compa- 
nies can be consulted by the associ- 
ations. An experience of thirty to 
thirty-three years is necessary to 
perfect the system and establish a 
table of rates upon which all soci- 
eties may depend for permanence, 
and which may be the basis for 
legislative enactment.”’ 





SERIOUS SITUATION 


IN FIRE-INSURANCE. 


Nearly Twelve Millions of Dollars Sunk by Stock Companies in Underwriting During 
the Past Three Years — Flat Increase of Rates Proposed — Causes For this 
Radical Action — Centralizing Effects of Adversity. 


An examination of the results of 
fire underwriting during 1901, made 
possible by the publication of the 
reports of the various companies, 
reveals a situation so serious as to 
demand the immediate attention of 
those engaged in the business. 

The two striking facts in con- 
nection with the history of fire-in- 
surance for the past three years 
have been the abnormally low rates 
charged with a consequent heavy 
underwriting loss under a normal 
rate of burning, and the marked 
movement towards the centraliza- 
tion of the business in the hands of 
the larger companies. 

From statistics carefully prepared 
by this magazine, it can be stated 
that the stock fire-insurance com- 
panies operating in America have 
lost,on the basis of earned premiums, 
over thirty-seven millions of dol- 
lars during the past three years. 
This computation is based upon 
the reports of companies made to 
the New York Insurance Depart- 
ment during that _ period. It 
represents an underwriting loss of 
nearly nine per cent. In three 
years the outstanding liability on 
account of unearned premiums of 
companies reporting tothe New York 
Department has increased $25,777,- 
ooo, while during the same period, 
notwithstanding the large gains on 
account of investments, the surplus 
funds of the same companies have 
been reduced $4,654,000. The ac- 
tual trading loss of the companies, 


taking no account of the increase 
in unearned premiums, was 2.7 per 
cent, or $11,529,000 

These figures are based upon the 
reports of one hundred and forty-six 
companies. In the State of Con- 
necticut, one hundred and fifteen 
companies report an underwriting 
loss to earned premiums during the 
past three years of $29,943,000; while 
fifty-one companies having premium 
receipts of over $1,000,000 report an 
underwriting loss in that period of 
$19,501,000. There is but one mil- 
lionaire company which shows a 
continuous profit during the three 
years. The relative loss ratios of 
millionaire companies, as compared 
with all companies, are shown in the 
following tabulation : — 


Underwriting Loss of Mil- 
lionaire Companies. 


Underwriting Loss ot 
All Companies. 


The facts which we have pre- 
sented will probably lead to an 
early and quite radical advance in 
rates. Since 1899, according to the 
Connecticut fire-insurance report, 
the average rates charged by stock 
fire-insurance companies have ad- 
vanced from 96 cents to $1.07. This 
advance, however, has apparently 
not been sufficient to provide for a 
normal rate of burning. During the 
past three years, 62.7 cents out of 
every dollar of premium has gone 
to pay losses, while 40 cents has 
gone to pay expenses, leaving a 
deficit of 2.7 per cent. 
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Eastern Union Meeting. 


An important special meeting of 
the companies comprising the East- 
ern Union was called in New York 
City, Wednesday, Feb. 19, to con- 
sider the general fire-insurance situ- 
ation. Asaresult of this conference 
radical action was taken affecting 
an advance in rates. 

During the past few months there 
has been some modification of opin- 
ion among fire-insurance men as to 
the best method of meeting the 
existing serious situation in respect 
to rates. When the Committee of 
Fifteen of the Eastern Union was 
appointed in October, 1g9co, it deter- 
mined, if possible, to improve con- 
ditions by applying schedules to 
such classes as were shown to be 
unprofitable from the combined ex- 
perience of the companies. The 
same plan was, in the meantime, 
being pursued by the Governing 
Committee of the Western Union. 

The general feeling among uni- 
form commission companies was 
that anything in the nature of a 
flat, general advance was undesira- 
ble; that it would afford but tem- 
porary relief, and result 
naturally in a repetition of the evils 
which, if possible, they wished to 
avoid. Under these circumstances 
it seemed likely that a long step 
forward would be taken in respect 
to methods of rating, through the 
more general application of im- 
proved schedules to unprofitable 
classes. 

This is the general policy which 
has governed those exercising a 
controlling influence upon the ra- 
ting situation for the past two or 
three years, and out of this has 
grown a more cordial disposition on 


would 
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the part of the companies to make a 
comparison of their loss experi- 
ences. While it cannot be said 
that anything like an efficient com- 
bined classification has been estab- 
lished, nevertheless progress has 
been made in that direction, and 
future classified statistics are likely 
to have more influence upon the 
making of rates than the so-called 
‘‘judgment’’ system. We do not 
mean by this that judgment in 
making rates will pass away, for it 
is an essential factor in efficient 
underwriting, but the intuitive 
judgment of the best underwriters 
is broadened and improved by their 
increasing study of loss statistics, 
and this fact is bound to have due 
weight in future rating. 


- 
Application of Schedules Delayed. 


Progress toward producing an in- 
creased income upon the plan orig- 
inally proposed has been, however, 
extremely slow,—due, in the first 
instance, to disagreement among 
managing underwriters themselves, 
and in the second place to the diffi- 
culty of inducing local agents to 
accept the new basis of rating by 
schedules when such a basis be- 
came satisfactory to the companies. 
The situation has well illustrated 
the need of a better understanding 
between the companies and the 
agents and a larger degree of co- 
operation and confidence. 

While, as we have already pointed 
out, there has been quite an advance 
in the average rate charged during 
the past three years, yet this ad- 
vance has not been sufficient to 
place the business in a profitable 
condition. As a year of under- 
writing loss, on the basis of earned 
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premiums, 1901 proved extremely 
disastrous — almost as bad, in fact, 
as the year 1899. Soon after the 
close of the year, when under- 
writing accounts were carefully ex- 
amined, many company officials 
reached the conclusion that radical 
measures were necessary to meet 
the situation, even if they were less 
scientific in their application. Like 
all changes, the proposed reform in 
methods of advancing rates met 
with many obstacles incident to 
human nature, and could not ac- 
complish expeditiously the practical 
results desired; namely, increased 
premium income. 

Under these circumstances an 
opinion rapidly spread in favor of 
handling the situation by the old, 
arbitrary, and formerly disapproved 
system of flat advances. The fact 
that prominent underwriting inter- 
ests, having devoted so much atten- 
tion to securing relief upon more 
scientific methods, were led to hark 
back to the old form of flat ad- 
vances, is but an evidence of the 
universal distress prevailing. Some 
advocated a flat general advance of 
ten per cent onall risks throughout 
the country, with the exception of 
dwellings and sprinkled risks. 


> 


The Opportunity Arrives. 


On Feb. 3, a conference of West- 
ern Union managers was held in 
Chicago, to discuss the rating situa- 
tion, and, among other things, the 
advisability of flat advances. The 
territory under the jurisdiction of 
that organization has been produc- 
ing of late an excessively bad loss 
ratio. Western managers, as a 
whole, are strongly impregnated 
with the improved schedule plan 
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of advancing rates. The meeting. 
adjourned without definite results. 

Feb. 2, a conflagration occurred 
at Waterbury, Conn., in which fire- 
insurance companies were involved 
for nearly one million dollars. A 
week later, Paterson, N. J., was 
swept by flames, causing an insur- 
ance loss of over three million dol- 
lars. In view of these occurrences— 
which, coupled with the steady story 
of loss for the past three years, had 
prepared the public mind—it was 
felt that the time for action was at 
hand if it were to be taken at all. 
The opportunity was accepted and 
a call for a special meeting of East- 
ern Union companies issued by 
its president. The meeting was 
held and the following resolution 
adopted : — 


‘‘That after considering the present con- 
dition of the country as affected by the 
large and numerous fires which have oc- 
curred during the past three years, render- 
ing the business unprofitable and forcing 
the withdrawal of many companies, the 
hardship of the situation being emphasized 
by the conflagrations of the last few weeks, 
with no prospect of relief, they are of the 
unanimous opinion that not only the good 
of the companies but the safety of the pub- 
lic demand that rates should be immedi- 
ately and largely advanced, and that unless 
such advance is promptly made the com- 
panies will be forced to withdraw their 
indemnity. They therefore agree that 
throughout the country rates shall be ad- 
vanced on mercantile stocks in all build- 
ings except such as are occupied as 
dwellings above the grade floor and on 
frame store buildings; also on all manu- 
facturing risks and other special hazards 
which have not been rated under revised 
and approved schedules within one year.’’ 


This general resolution was sup- 
plemented by another under which 
the companies agree ‘‘to advance 
the rates on all such risks twenty- 
five per cent and upward, as may be 
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equitable in each case, and that 
this advance shall go into effect 
immediately continue until 
such risks can be specifically rated 
under proper revised and approved 


schedules.’’, 


and 


* 
Scope of the Action. 


The advance proposed is to apply 
throughout the United States east 
of the Rocky Mountains, with the 
exception of New York City and 
vicinity. Its enforcement will be 
in the hands of the Committee of 
Fifteen. The necessary legislation 
will be adopted by the various or- 
gauizations covering the different 
sections. Itis not impossible that 
the advance may become effective 
within sixty days. 

The action taken is undoubtedly 
destined to be criticised in detail 
and possibly opposed by some in- 
terests. The fact that the proposed 
advance covers Western Union ter- 
ritory will be the subject of com- 
ment. The Eastern Union is a 
commission organization covering 
the New England, middle and south- 
ern States. It has no direct con- 
trol of rates in any section. It 
exercises no control of either com- 
missions or rates in the West. 
Nevertheless the vote adopted is 
virtually mandatory throughout the 
territory named because it is the 
expressed wish of the responsible 
executives of the most influential 
companies, — a wish based upon the 
rise of an emergency which amounts 
practically to a crisis. 

Adversity has made the Eastern 
Union to-day the strongest cohesive 
underwriting body in the country. 
Several companies have recently 
been admitted to the Union, in- 
creasing the membership to about 
fifty companies. These accessions 
are due to the growing strength of 
the organization and to the effective 
work performed by the Committee of 
Fifteen. It is not improbable that 
there will be further applications for 
membership. Several companies 
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which withdrew some time ago are 
likely to return at any time on 
account of the increased membership. 


2 
Effect of the Advance. 


Local agents, as well as man- 
agers, are much interested as to the 
probable effect of the proposed radi- 
cal advance in rates. It will cover 
all mercantile risks, both stock and 
frame buildings, whether rated 
under schedules or not. The general 
experience of the companies shows 
that this class of risks as a whole 
has been continuously carried at a 
loss, probably of about twenty per 
cent. This is a serious matter, in- 
asmuch as mercantile risks repre- 
sent, it is estimated, about twenty 
or twenty-five per cent of the fire- 
insurance business of the country. 

The advance in respect to special 
hazards covers only those risks 
which have not already been rated 
under the revised schedules. There- 
fore, it is probable that in some 
cases rates on these hazards will be 
temporarily higher than they would 
be under a properly applied sched- 
ule. The expressed purpose of the 
companies is to rerate these risks 
under schedules as soon as it is 
feasible, but it is reasonably certain 
that such rating will not take place 
very soon. The large advance in 
rates assured is practically certain 
to place the business in a profitable 
condition, possibly in an _ ultra- 
profitable condition, and under these 
circumstances the progress of sched- 
ule rating is not likely to be so 
rapid. Adversity is a great stimu- 
lus to reform. 

The full effect will not be imme- 
diately felt even if the advarice were 
at once adopted by the various 
organizations controlling the rating 
machinery. All the benefit of in- 
creased rates is not likely to be 
realized within a year or more. 
What effect this action may have 
upon the commission question can- 
not be determined. That is a phase 
of the situation which will be devel- 
oped only as time elapses. 
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Probable Economic Results. 


Viewing the matter purely in its 
economic light, our opinion is that 
the action taken at New York, 
while effectually relieving the im- 
mediate distress of the companies, 
will for some time to come act as a 
check on reform in rate-making 
methods, unless, perchance, the 
situation, in respect to adverse 
legislation, becomes so serious as 
to compel the companies to again 
take the matter up. 

The exemption of New York City 
from the effect of the proposed ad- 
vance is justified, and will tend to 
avert any threatened adverse legis- 
lation in that State. The exemp- 
tion of the Pacific States also seems 
to be justified by the extraordinary 
record of profits shown on the coast. 
The West has proved disastrously 
unprofitable, and the South has 
been almost as bad. The Middle 
States also have been unprofitable. 
New England as a whole has prob- 
ably shown a balance on the right 
side. 

The varying degrees of profitable- 
ness in the different sections may 
interfere somewhat with the effect- 
ive enforcement of the proposed 
advance. The always present ques- 
tion of discrimination may come to 
the front. It will be interesting 
to observe what its influence upon 
the public may be. The attitude 
of property owners will be deter- 
mined quite largely by the attitude 
of agents. While the action taken 
is not in every respect to be com- 
mended, yet it isan emergency meas- 
ure and must be viewed strictly as 
such. We wish that it had not 
been thought necessary. .It would 
have been better for the business as 
a whole if the managers and agents 
had more readily accepted the new 
schedules prepared. Had these 
schedules been put forth as origin- 
ally intended, it is probable that it 
never would have been necessary to 
take the present arbitrary action. 


Progress of Concentration. 


The past three years have wit- 
nessed a marked decrease in the 
number of companies reporting to 
the New York Insurance Depart- 
ment. On Dec. 31, 1899, the num- 
ber was 164. At the close of tgor, 
the number was 146. -Of these 146 
some 25 are owned and controlled 
by other companies, so that the 
actual number of competing units 
reporting to New York State to-day 
is less than 125. This represents 
a degree of concentration in fire- 
insurance capital which has not 
been paralleled since the great Chi- 
cago and Boston conflagrations. 
Since Jan. 1, the number of com- 
panies reporting has been reduced 
by three, the Eagle; the Lion, and 
the Erie having withdrawn from 
business. 

One of the most interesting facts 
in connection with the history of 
fire-insurance in 1go1 is the remark- 
able gains in premium receipts 
shown by American millionaire 
companies. We are publishing 
elsewhere a tabular exhibit cover- 
ing this point, which will be found 
extremely interesting. It shows 
that 32 American millionaire com- 
panies increased their premium re- 
ceipts by $14,321,000 in 1901, while 
other stock companies increased 
their premium receipts but $2,635,- 
ooo. The total increase in premium 
receipts during the year of companies 
reporting to New York State was 
$16,956,000. This increase is due 
to higher rates and the increased 
demand for insurance. Some of 
the millionaire companies show ex- 
traordinary gains, ranging from 
$500,000 to nearly $3,000,000. 

This centralization of business in 
the hands of the larger companies 
is a natural outcome of existing 
conditions. It is due not only to 
the numerous retirements, but also 
to the fact that owing to the uncer- 
tainty of the insurance market the 
tendency among local agents has 
been to place the bulk of their 
business with strong companies. 
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PROFIT AND LOSS OF MILLIONAIRE COMPANIES IN 101. 


(Compiled from the Connecticut Fire Insurance Report.) 


Net Premiums 
Earned. 


$4,516,960 
2,165,735 
8,419.825 
3,018,858 
1,144,497 


9 959 
2,952,028 


CONNECTICUT COMPANIES. 
/Etna 
Connecticut 
Hartford 
National 
Orient 
Pheenix 

Total 

OTHER STATE COMPANIES. 
Agricultural 
American, N., - 
American, P: 
American, Central 
Continental 
Fire Association 
Fireman’s Fund 
German of Freeport 
German American 
Germania 
Greenwich 
Hanover 
Home 
Insurance Company of North America... 


$992,324 
1,164,919 
1,356,514 
1,089,916 
4,457,122 
3,041,941 
2,199,121 
1,945,744 
3,292,181 
1,454,311 
1,536,389 
1,761,611 
5,200,258 
5,951,052 
975,457 
1,340,395 
1,702,089 
1,072,959 
2,015,721 
3,978,588 
1,591,801 
2,188,011 
2,122,804 
2,480,099 
1,134,269 
1,649,724 


Northwestern National 

Pennsylvania 

Ns ee ae lta ae ashe Saitmee 
Providence-W ashington 

Queen 

St. Paul 

Springfield 

CO RE Se ne re ee ee ee eee er 
Westchester 

‘Totals 


FOREIGN COPPANIES. 
Caledonian 

Commercial Union 
Hamburg-Bremen 

Imperial 

Liverpool, London & 
London 

London & Lancashire 
Manchester 

North British & Mercantile 
Northern 

Norwich Union 

Palatine 

Pheenix 


$1,192,111 
2,683,258 
1,322,463 
1,208,608 
5,088,909 
1,364,534 
1,691,184 
1,384,534 
2,617,344 
1,376,135 
1,685,919 
518,925 
2,574,279 
4,000,649 
2,005,982 
1,676,747 
990,241 
1,034,376 


Western 2,204,915 





Totals : 


$22,217,903 


$36,621,113 , 





Grand Totals, 1901 $116, 634,336 


101,955,683 
92,225,633 


Grand Totals, 1900 
Grand Totals, 1899......... +6. 





$310,815, 652 


| 
} 
| 
| 
| 
| 





$124,453 | 


Underwriting Underwriting 
rofit. Loss. 
| 


$208,537 
827,099 
192,872 
4,519 
164,402 

$124,453 $1,397,429 


$189,641 
36,451 
3,350 
400,521 


102,711 
178,707 
105,634 

99,344 
145,094 


236,932 
287,973 
235,916 
105,100 


269,605 
174,833 
245,536 


$57,795,320 $292,133 $8,456,014 


$167,392 
200,217 
136,140 
104,836 
519,351 


260,948 
350,810 
119,143 
402,318 
212,265 
317,841 

99,196 
138,951 

46,697 
109,468 

41,157 
144,877 





$104,957 $3,426,610 
$8,280,053 
___ 521,548 
$7,758,510 
3,610,271 
8,132,233 


$19,501,014 


$521,543 
Net Loss 


«ce 
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PREMIUM RECEIPTS OF AMERICAN MILLIONAIRE COMPANIES 


IN ig00 AND igo. 





FIRE PREMIUMS FIRE PREMIUMS | 
RECEIVED IN 1901 | RECEIVED IN 1900 | 


INCREASE 
OR DECREASE 


$9,654,000 


Continental 
Insurance Company of North America.. 
Phenix, N. Y 

0 SO Berner ne rrr 
German-American 

National, Connecticut 

Fire Association 

Phenix, Connecticut 

Springfield Fire and Marine 

Queen 

Connecticut 

German, Freeport 

Pennsylvanian. .....-+seeeeeseececees 
Firemen’s Fund 

EE EE Ee tea Pae ere 
St. Paul 

Niagara 

Hanover 

Germania 

Greenwich 

New Hampshire 

American, Pennsylvania............+. 
Orient 

Traders 

FS ES SE EOE ERD Pe ee 
Providence- Washington 

Northwestern National............... 
American Central 

Agricultural . 200. -.--eseeeeeeeeee 
Milwaukee Mechanics 





5,551,000 
4,922,000 
4,687,000 
4,535,000 
4,284,000 
3,480,000 
5,433,000 
3,247,000 


2,193,000 
2,157,000 
1,992,000 
1,891,000 
1,947,000 
1,848,000 
1,798,000 
1,670,000 
1,509,000 
1,448,000 
1,263,000 
1,060,000 
1,220,000 
1,272,000 
1,246,000 
1,115,000 
1,176,000 
1,073,000 
1,055,000 


$6,685,000 


4,189,000 
3,282,000 


3,928,000 | 


2,995,000 
2,736,000 
2,913,000 
2,769,000 


1,942,000 | 
1,952,000 | 
,056,000 | 


] 


2 
1 
1 
i, 
1 
1 
] 
1 


s » @ 
“102 & Or oro s) 
» On oor 


1,196,000 
1,287,000 


1,304,000 | 
1,303,000 | 
1,266,000 

1,088,000 | 
1,018,000 | 
1,055,000 | 
1,014,000 | 


868,000 
914,000 
900,000 


Totals (Millionaire Companies)... 83,640,000 | 69,319,000 


73,968,000 
$157 ,608,000/$140,652,000 $16,956,000 


71,333,000 


| $2,969,000 
4,638,000 | 
4,294,000 |. 


913,000 
628,000 
498,000 
1,253,000 
356,000 
5,000 
7,000 
,000 
,000 
,000 
3,000 
,000 
2,000 
7,000 
5,000 
59,000 
,000 
,000 
,000 
,000 
2,000 
,000 
000 
—206,000 
132,000 
254,000 
191,000 
101,000 
308,000 
159,000 
155,000 


14,321,000 
2,635,000 





UNDERWRITING RESULTS FOR THREE YEARS. 


(Compiled from Reports made to the New York Insurance Department.) 





DATE, ASSETS. SURPLUS. 





UNEARNED Fire Premiums — 
PREMIUMS. Received. | 


FIRE LOSSES 
PAID. 





1898 
1899 
1900 
1901 


$299,366,000 
303,851,000 
310,105,000 
320,446,000 


$109, 199,000 
103,514,000 
106,093,000 
104,545,000 





Increase in 4 years.. 
Total for 3 years... 





$21,080,000 





$4,654,000 





$103,227,000 
109,367,000 
115,110,000 
129,004,000 
$25,777,000 


$129,045,000| $85,727,000 
140,652,000) 


| 89,102,000) 63.: 
157,608,000} 93,083,000) : 








$427, 405,000|$267,912,000 


62.7 








METHODS OF RATE-MAKING IN FIRE-INSURANCE. 


Three Different Plans Advocated — Radical Differences of Opinion Among Leading 
Underwriters — Some Interesting Letters to the Editor. 


In the December number of the 
JouRNAL OF INSURANCE ECONOM- 
Ics we considered the fire-insurance 
rating situation quite exhaustively, 
as it affected local-agency interests, 
giving particular attention to the 
efforts which had been made to 
adopt new schedules for unprofit- 
able classes. We also advanced 
the view that these schedules were 
in part based upon the best obtain- 
able combined experience of the 
companies, and that in time they 
would be based upon a more com- 
plete combined experience. 

The statements then made have 
called forth both commendation and 
criticism from managing wunder- 
writers. We shall reprint two of 
the criticisms, not only because 
they present different views from 
those expressed in this magazine, 
but because they show that leading 
underwriters are far from harmoni- 
ous upon the best methods of han- 
dling the rating problem. 

There are three rating proposi- 
tions before the underwriting world 
to-day: First, the so-called judg- 
ment system, involving flat advances 
and increases to meet varying con- 
ditions as the judgment of associ- 
ated underwriters may determine; 
second, the schedule system, wherein 
the basis rate is predicated either 
upon judgment or combined statis- 
tics; and third, the system of es- 
tablishing rates by a combined 
classification in contradistinction 
to the judgment system. 

The belief at present held by this 
magazine is that the schedule sys- 


tem is the proper method of equal- 
izing the cost upon the individual 
risks of a class, and that the base 
rate for the class should be deter- 
mined, in so far as it is possible, by 
the combined experience of the 
companies. This is not our last 
word upon the question; it repre- 
sents merely the present stage of 
evolution in thought upon the prob- 
lem, and is subject always to modi- 
fication hy new light. 

It is not our purpose to present 
the views of this magazine at this 
time, but those of practical under- 
writers for whose judgment we en- 
tertain profound respect. The 
Officials whose opinions we pre- 
sent must be nameless. This is 
what Number One, the president 
of a great American company, has 
to say about schedule rating : — 

‘Schedule rating is theoretically unas- 
sailable, but, unfortunately, in this busi- 
ness, theories sometimes do not work out 
quite as they should, and it has been our 
observation exterding over a good many 
years now, that schedules operate well 
only up to a certain point and then invari- 
ably break down. This is the experience 
the Western Union is now having with its 
packing-house schedule, so lately adopted 
and once revised, and the more any sched- 
ule is used the more evident it becomes to 
all in a position to learn the facts that an 
inflexible tariff of specific charges cannot 
work satisfactorily. That this should be 
inevitable is clear enough from the fact 
that the same standard cannot be applied 
to any two objects or individuals of similar | 
classes without doing injustice to any one 
as compared with the rest, and the more 
intricate and elaborate the schedule is the 
greater the opportunities for such injus- 
tice. In my judgment, this schedule rating 
business is being run into the ground.”’ 
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This statement does not leave 
much to conjecture as to the opin- 
ion entertained toward schedule 
rating. What would be acceptable 
as a substitute is not made clear. 
Number Two, the manager of a 
foreign company, 
follows :— 


comments as 


‘In some respects I differ from you in 
the treatment of the subject, more espe- 
cially by your reference to combined clas- 
sification and its bearing upon schedule 
rating. Under the caption ‘The Schedule 
System,’ you say, ‘The base rate of these 
schedules is predicated upon the best com- 
bined experience obtainable.’ This state- 
ment carries with it the inference that the 
experience of companies has been com- 
bined upon the classes to which said sched- 
ules have been applied, and the base rates 
adopted in said schedules have been ob- 
tained from said combined experience, but 
I am sure upon further consideration you 
will acknowledge that there can be no 
foundation for this statement. Not within 
my knowledge or belief is there the in- 
formation in the office of any company 
which would furnish the material for deter- 
mining, or even approximating, the base 
rate upon any risk or class of risks. The 
base rates of the schedules referred to are 
purely a matter of judgment as has always 
been the case in times past. Such a base 
rate represents only the estimated worth 
for insuring a standard risk and companies 
have never been able to, neither can they 
in the future, determine the cost of a stand- 
ard risk. 

‘‘Your frequent references to combined 
experience as a basis for rate-making, and 
the presumption conveyed in your article 
that such combined experience is now 
being used, will convey to the average 
reader a false impression. It is with sin- 
cere regret that I see this idea continually 
advanced by underwriters and writers upon 
insurance subjects, which, if persisted in, 
will quite probably bear fruit in compul- 
sory legislation that will work almost 
irreparable injury to fire-insurance com- 


re) 


panies. I admire greatly the intelligence 
and close reasoning shown in your edito- 
rial articles, and some of the best thoughts 
upon underwriting matters that have ever 
come to my attention have emanated from 
your pen, but I do radically differ from you 
in your conclusions on this one subject and 
I would ask you to take the time at the 
first opportunity to investigate for yourself 
in the offices of the companies (and the 
records of this office shall be open to you 
for fullest investigation) and determine 
whether there are any recorded or obtain- 
able statistics capable of being made to 
show the cost of insuring like individual 
risks or classes of risks. I would not hesi- 
tate to offer personally a very large reward 
to any one, underwriter or editor, who will 
demonstrate the cost of an individual risk 
from any classification extant. 

‘‘Indeed, I am impressed by the fact 
that not within my knowledge has any 
advocate of combined classification, com- 
puisory or otherwise, attempted to demon- 
strate by the classification of one or more 
companies how specific ratings can be 


made therefrom. Surely the principle, if 
there be one (which I disbelieve), can be 
demonstrated by any single thorough clas- 
sification system of one company, as well 


as from the classification of many, the 
only advantage of the many being that a 
better average is secured than by the one. 

‘With these convictions, therefore, I 
regret and disapprove a presentation of 
the subject which conveys to the reader 
conditions which do not exist, and, so far 
as I am able to determine, never will.’’ 


We like to publish these interest- 
ing and extremely valuable opin- 
ions, because they appear to differ 
from our own and tend to stimulate 
further inquiry which cannot fail to 
be profitable. In all probability it 
will be found that the differences 
are more apparent than real, par- 
ticularly as relates to the use of 
combined statistics in making rates. 
Upon this question we shall have 
more to say in the next number. 
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TARBELL—A CHARACTER SKETCH. 


The Story of an Underwriter Whose Personal Traits and Accomplishments Have 


Brought Him into a Position of Creat Prominence and Influence 


in Life Insurance. 


BY HENRY H. PUTNAM. 


Gage E. Tarbell is to-day prob- 
ably the most interesting and 
striking personality actively en- 
gaged in the American life insur- 
ance agency field. As the head of 
the field force of the great Equitable 
Life Assurance Society, he wields 
an influence which has brought to 
him the reputation of being a great 
leader of men. 

The history of his rise in life in- 
surance, and a study of the charac- 
teristics which have contributed to 
his success, are most interesting. 
His boyhood was passed on a farm. 
For a year he taught a district 
school, and then for three years 
studied law; was admitted to the 
bar, and for four years practised 
this profession. 

He first took up life insurance as 
a means of earning money to pay 
his board while pursuing his law 
studies. This early work at once 
developed the marvelous capacity 
which he subsequently showed as a 
life underwriter. In his spare hours 
he easily made enough to cover his 
expenses. When he had completed 
his studies and was admitted to the 
bar, he was urged to keep up his 
life insurance work for the Equi- 
table Life. Being in a small coun- 
try town, he was able to do this in 
addition to the practice of his pro- 
fession. He pursued this plan for 
some four years, when ambition for 
a larger field of effort brought him 


face to face with a choice between 
the law and life insurance. 

Mr. Tarbell made up his mind 
that if he wished to progress in life 
it would be necessary for him to go 
to a larger centre, where there were 
more people and more money. 
Having no friends in a position to 
help him; being dependent entirely 
upon himself for success, he deter- 
mined that he could make his way 
in the world better in a profession 
which did not compel him to wait 
in an office for clients to call, but 
which would enable him to go out 
into the world and obtain at once 
the results which his ability might 
bring. He had, from the first, felt 
that a man’s success in the growing 
business of life insurance need be 
limited only by his own capacity 
for hard work, and that by close 
application nothing could hinder 
him from going to the top. 


ae 
Life Insurance His Choice. 


These are the facts which led 
Mr. Tarbell to choose life insurance 
in preference to the law. The 
choice illustrates the irrepressible 
physical energy and active intel- 
lectual force which has been the 
main source of Mr. Tarbell’s suc- 
cess. He was, in 1884, made man- 
ager of the Southern New York 
department of the company, with 
headquarters at Binghamton. In 
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two years he was sent to Milwaukee 
to take charge of an important terri- 
tory, covering Wisconsin and North- 
ern Michigan. Here he quickly 
gained a reputation for extraordi- 
nary capacity, both as a personal 
writer of insurance and as a man- 
agerof men. In 1889 he became the 
active manager of the Equitable’s 
Northwestern Department at Chi- 
cago, and soon made this depart- 
ment one of the largest in the 
country. His record was 
something phenomenal. His un- 
limited resources of energy, his 
untiring application to the busi- 
ness, seemed to enable him to ac- 
complish any task. No undertaking 
was too great, no work too exacting 
to command his attention. 
President Hyde had early picked 
out Mr. Tarbell as a coming man in 
He did not hesitate 
to place him in positions of respon- 
sibility or to call upon him for the 
most arduous labors. On Nov. 30, 
1891, he telegraphed Mr. Tarbell, 
at Chicago, asking him if he could 
produce during December, new 
business amounting to $3,500,000 in 
the territory under his management. 
Of this incident, Mr. Tarbell says: 
‘The amount was much larger 
than had ever been produced in the 
agency in a single month, and at 
first blush it seemed impossible of 
accomplishment. Then immedi- 
ately the thought came to me that 
the greatest life-assurance man in 
the world would not have asked me 
for that amount of business if he 
had thought its accomplishment im- 
possible, and I wired Mr. Hyde that 
he should have the business. I 
immediately asked every agent in 
my employ to work during the 
month of December with the one 


here 


the business. 
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purpose of writing the largest pos- 
sible amount of first-class business 
every day. I kept the thought be- 
fore them constantly for the whole 
month, and found at its close that 
the agency had written and for- 
warded to New York, in a single 
month, more than five millions of 
business.”’ 

The man who could respond in 
this remarkable way to the requests 
of his president was not destined to 
remain long as a district manager. 
Two years later he was summoned 
to New York, elected third vice- 
president of the society, and placed 
at the head of its agency depart- 
ment. In 1899, he was advanced 
to the position of second vice- 
president. 

This is the record of Mr. Tarbell’s 
advancement, covering a period of 
less than ten years, from an obscure 
country lawyer to the agency man- 
agement of a company occupying a 
position in the foremost ranks of 
American financial institutions. It 
is an unusual record, — one which 
can rest only upon the possession 
of exceptional capacity. 


¥ 
Why Mr. Tarbell Has Succeeded. 


To those acquainted with Mr. 
Tarbell the source of his power and 
success with men‘is plain. One 
cannot come in contact with his 
dynamic energy, his abundant en- 
thusiasm, his towering personality 
without being filled with a consu- 
ming desire to work and to win. 
When asked, on one occasion, what 
he considered the chief elements in 
his success, Mr. Tarbell said: ‘‘A 
willingness to work coupled with a 
love for work; energy, determina- 
tion, and patience, — by patience I 
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mean a willingness to keep.on work- 
ing, if necessary, for years to ac- 
complish that which I set out to do, 
without ever giving up.’’ 

This terse statement exhibits the 
tenacity of purpose which has influ- 
enced his career; but beyond this 
there is that power of control over 
men which can only be expressed in 
the term ‘‘ personal magnetism,’’— 
the faculty of drawing other men to 
him, of filling them with his own 
enthusiasm, his own unconquerable 
purposes and abiding patience, and 
inspiring them to fight the world 
and win its laurels as he has done. 

Mr. Tarbell leads men by virtue 
of his enthusing personality. Other 
men can lead, can plan, and exe- 
cute, and manipulate large bodies 
of men by force of their mental 
capacity ; but Mr. Tarbell possesses 
as well a kind of electrifying physi- 
cal force, which is all-pervading. 
He looms with his great height 
over the person to whom he is talk- 
ing, literally enveloping him with 
his ceaseless energy. Men who 
come into his presence cannot help 
being inspired to work, whether 
they will or no. 

Mr. Tarbell’s religion is hard 
work; his creed, courage and per- 
severance. He holds that the test 
of a man’s worth to the world is 
what he does; in other words, the 
work he gives to the world. ‘‘ Op- 
portunity,’’ he says, ‘‘ will not be 
visible to the man who is looking 
for an easy job and short hours.”’ 

This is Mr. Tarbell’s declaration 
of faith: ‘‘ There is a dignity and a 
joy in doing that many men never 
see, because their vision does not 
reach beyond the necessity and the 
drudgery of it. Such men only 
labor because they are obliged to, 
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and go through life in a perfunctory 
sort of way, never doing more than 
they have to, always wishing their 
circumstances were different and 
that Nature had thrown them in a 
different path, where the way would 
be smoother and the task less ardu- 
ous. They never know the joy of 
work per se; they never have 
learned the first element of true 
living, that labor is the strength, 
the sunshine, the life of both the 
mind and the body; that to labor 
is not only the duty but the priv- 
ilege of every normal human being, 
and that to be able to do great 
things is the highest honor to be 
striven for and the summum bonum 
of human happiness... The greatest 
thinkers of the world and the most 
successful men in all lines of busi- 
ness are the hardest workers; the 
men who have mastered their busi- 
ness by constant application, with 
no regard to time or stated hours, 
but with the determination to con- 
quer every detail and every diffi- 
culty, no matter what the cost in 
time and labor.’’ 

Mr. Tarbell is a pusher in every 
sense of the word. He is sur- 
charged with a force of physical 
energy which constantly impels him 
forward to unremitting work. He 
crowds the events of his business. 
His motto is: ‘‘ Make every day 
count, and, if possible, make some 
of them count for two.’’ He is 
bound up in his life insurance work. 
It is the source of greatest happi- 
ness to him. ‘‘ Nothing,’’ says 
Mr. Tarbell, ‘‘tends more to give 
a man happiness than to be suc- 
cessful in his business.’’ This is 
his faith, his religion; and his con- 
stant purpose is to inspire every 
man in his agency force with the 
same satisfying doctrine. 
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His Work With Agents. 


Mr. Tarbell has been marvelously 
successful as a manager of agencies, 
and has built up a field force which 
is splendidly equipped for efficient 
He believes in the Equi- 
table. He has never served any 
other company and is saturated 
with loyalty for the institution and 
unswerving devotion to its inter- 
ests. Like its founder, Henry B. 
Hyde, he is a tireless worker in 
building up its business. This 
spirit of loyalty and devotion per- 
meates the agency force as a whole, 
and it responsive to the 
changes necessary for the welfare 
of the company. This fact was 
well illustrated in the radical re- 
form made by the company two 
years ago in its methods of agency 
compensation. 


work. 


makes 


Mr. Tarbell handles agents suc- 
cessfully because he has been an 
agent himself. He understands and 
appreciates the discouragements 
which come from failure, the exul- 
tation which comes from successs. 
He asks no agent to do what he has 
not and cannot at any time do 
himself. 

Since taking charge of the: Equi- 
table’s agency department, it has 
been Mr. Tarbell’s custom to com- 
municate with all his agents each 
month, speaking to them out of the 
deep well of his experience. These 
printed addresses are splendid ex- 
amples of English composition in 
themselves ; but, apart from diction, 
they glow with an eloquence and en- 
thusiasm which is truly inspiring. 
Mr. Tarbell always deals with his 
subject seriously: he never is trivial 
or flippant. Terse and epigrammati- 
cal in his construction, he is often 
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in his 


philosophically profound 
presentation of truths. 
Mr. Tarbell does not dream about 
the future. He acts in the living 
present. This is the dogma he 
preaches to his agents. While em- 
phasizing the great advantage pos- 
sessed by an agent who represents 
the Equitable he does not count 


this all. He holds that the agent 
must rely upon himself, — upon his 
own capacity for work,—to make 


a success of life insurance. He 
dwells strongly upon the power of 
individual force, aiming by his own 
example to awaken the latent en- 
ergy of his agents and make them 
work for themselves and the com- 
pany at the same time. 


> 
Some Essentials in an Agent. 


Mr. Tarbell elevates the plodder. 
He says: ‘‘It is not necessary to 
be a genius to succeed. Patience, 
diligence, perseverance, regularity 
and economy of time will always 
win.’’ Possessing great personal 
magnetism and exceptional powers 
of persuasion, he nevertheless does 
not believe these gifts essential to 
success. He thinks that well-di- 
rected thought, properly applied 
knowledge and energy can _ suc- 
ceed without natural gifts of the 
kind described. He places courage 
and perseverance above intellectual 
brilliancy. He holds that the fail- 
ure of an agent in nineteen cases 
out of twenty is due to the fact that 
he does not work hard enough. He 
says: ‘‘In this business there is no 
such thing as standing still. The 
first and greatest requisite for suc- 
cess in life insurance is a capacity 
and willingness for hard work.’’ 

Mr. Tarbell keeps his agents 








down to the practical proposition in 
field work, — namely, to get appli- 
cations; not to theorize about life 
insurance. He teaches agents to 
respect themselves and their busi- 
ness; to stand as the peers of all 
men; to sell life insurance as a 
favor to the applicant, not as a 
favor from him. He does not seek 
success by the shrewdness of his 
wit or by the depreciation of com- 
petitors. He aims to inspire his 
agents to personal effort, to encour- 
age them, to revive the despondent, 
and spur on the successful by the 
enthusiasm of his own personality. 
He sympathizes with the agent who 
meets’ with defeat, and tries to show 
him that no man fails who can rise 
every time he falls. He holds that 
the peculiar nature of the business 
demands always a buoyant spirit, 
even in the face of the direst fail- 
ure, for he believes that the agent 
who is invariably cheerful will even- 
tually overcome every difficulty. 
Mr. Tarbell has attained his pres- 


The Mutual Reserve Fund in Massachusetts. 
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ent commanding position in life in- 
surance without seeking it. He 
did not apply for the office he now 
holds. It came to him because he 
was fitted for the work by capacity 
and experience. He mastered every 
detail of agency work; he began at 
the bottom as a solicitor, worked 
through various depariments, and 
in this way came to a knowledge of 
the business, as well as of him- 
self, which fitted him to stand at 
the head of a great agency force, — 
a force unexcelled probably in in- 
tellectual capacity, although it may 
be in numbers. 

When asked how he enjoyed ex- 
ecutive responsibility as compared 
with field work, Mr. Tarbell said: 
‘*T have always enjoyed most that 
which I was doing. When it was 
field work, then I enjoyed field work. 
When it became executive work, 
I enjoyed that most. There 
pleasure in doing, always, if a man 
does his best and does well what he 


is a 





THE MUTUAL RESERVE FUND IN MASSACHUSETTS. 


The fact that legislation has been 
proposed in Massachusetts which 
is avowedly directed at the Mutual 
Reserve Fund Life Associaton of 
New York, and which, if passed, 
may enable the insurance commis- 
sioner of that State to revoke the 
license of the company, has called 
public attention to the conditions 
which have led up to the introduc- 
tion of this unusual proposition. 

The present insurance law of 


Massachusetts limits the powers of 
the insurance commissioner, so far 
as the revocation of a license is con- 


cerned, to the following cases: 1, In- 
solvency; 2, Violation of the Law; 
3, Refusal to Submit to an Exam- 
ination. The legislation above re- 
ferred to proposes to extend the 
scope of the law so that in addi- 
tion to the above cases the com- 
missioner can revoke the license of 
a company if it has failed to comply 
with the provisions of its charter, 
or if its condition is such as to 
render its proceedings hazardous 
to the public or to its policy-holders. 

This bill has been introduced by 
a representative from Worcester 
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County, a lawyer, who has sought 
to collect claims against the Mutual 
Reserve for a number of clients, 
mainly under the reinsured North- 
western Life certificates, on the 
face value of which the Mutual 
Reserve has tried to make large 
reductions in final settlement. 

It is an open secret that for the 
past two years the Massachusetts 
Department has been anxious to 
find some reasonable ground upon 
which the Mutual Reserve might 
be retired from active business in 
the State, but there is apparently 
no way, under existing conditions, 
by which this result can be accom- 
plished. The Department is not 
responsible for the proposed new 
legislation, nor will it express any 
opinion for publication in regard to 
its merits. Nevertheless it is prac- 
tically certain that the Department 
will not oppose the measure, but 
will, on the contrary, favor its 
passage. 

There has been considerable 
misunderstanding, — owing to con- 
tradictory reports—in regard to 
the existing status of the Mutual 
Reserve Fund in Massachusetts 
under its New York charter. The 
circumstances of the case, as ascer- 
tained by this magazine after care- 
ful investigation, seem to be as 
follows : — 

The Mutual Reserve was reincor- 
porated Dec. 26, 1883, under a new 
law passed in New York State in 
April of that year, regulating co- 
operative life insurance associa- 
tions. The law and the charter 
of the association provided for a 
system of post-mortem assessments, 
the proceeds of which were to be 
paid to certificate-holders, the asso- 
ciation being under no obligations 
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to pay the full face of the certificate, 
if the assessments realized were 
insufficient. 

The assessment law of New York 
was subsequently codified, and the 
act, under which the Mutual Re- 


serve was chartered, was amended 
to provide that assessment compa- 
nies in all cases should pay the 
face of the certificate, and that suf- 
ficient assessments should be col- 
lected for this purpose. Under this 
law the Mutual Reserve and other 
assessment companies began to 
issue so-called fixed premium con- 
tracts. The right of assessment 
companies to issue such contracts 
was referred by the Insurance De- 
partment to the attorney-general of 
New York, who rendered a deci- 
sion on Oct. 20, 1892, in which he 
held that companies chartered un- 
der the assessment law should not 
be permitted to issue fixed pre- 
mium policies, without adding the 
further condition that extra dues 
must be paid, if necessary, suffi- 
cient to meet the maximum amount 
named in the policy. In other 
words, contracts issued by corpora- 
tions chartered under the assess- 
ment law of New York must contain 
a safety clause. me 

In 1899 Massachusetts passed the 
so-called Dewey law, providing for 
the reincorporation of assessment 
companies. This law required that 
assessment associations of other 
States, then doing business in 
Massachusetts, could continue by 
complying with all the conditions 
of the old line law as regards new 
business, with one exception — that 
all new policies should be valued 
as term insurance for the first year 
until Jan. 1, 1903. 

The old line law of Massachu- 
setts provides that no company 
operating thereunder shall issue 
a contract, ‘‘the performance of 
which is contingent upon the pay- 
ment of an assessment made upon 
survivors.’’ In other words, com- 
panies operating on a legal-reserve 
basis in Massachusetts cannot issue 
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a contract containing a safety clause. 

Among others the Mutual Re- 
serve Fund elected to continue 
business in accordance with the 
provisions of the Dewey law, and, 
after conference with the insurance 
commissioner, drafted a contract for 
issuance in Massachusetts, which, 
in the opinion of the Insurance De- 
partment, did not contain a pro- 
vision for extra assessment upon 
policy-holders. The commissioner 
required assurance from the com- 
pany that it would not issue in 
Massachusetts a contract contain- 
ing a safety clause. Subsequently, 
the commissioner’s attention was 
brought to the fact that the assess- 
ment law of New York, under which 
the Mutual Reserve was chartered, 
prohibited it from issuing q con- 
tract containing a safety clause. 
He, thereupon, applied to the attor- 
ney-general for an opinion as to the 
legality of a contract issued by the 
Mutual Reserve in Massachusetts 
without a safety clause. The attor- 
ney-general decided that, under the 
Dewey law, the Mutual Reserve 
could not issue a policy in Massa- 
chusetts which contained a safety 
clause, but he held that if, as de- 
cided by the attorney-general of 
New York, the association could 
not issue a contract which did not 
contain a safety clause, there was 
no duty imposed on the insurance 
commissioner of Massachusetts to 
proceed against the corporation for 
a violation of New York laws. 

The situation as it now stands is 
this: The attorney-general of New 
York has decided that companies 
chartered under the assessment law 
cannot issue contracts without a 
safety clause. The attorney-gen- 
eral of Massachusetts holds that the 
association cannot issue a -policy in 
Massachusetts which contains such 
aclause. If the association is issu- 
ing a policy in Massachusetts with- 
out a safety clause it is, apparently, 
doing so in violation of its charter. 
If it is not issuing such a policy 
in Massachusetts, it is, apparently, 
violating the Dewey law. 
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At this point, however, an inter- 
esting situation arises, inasmuch as 
the officers of the Mutual Reserve 
Fund claim that the policy issued 
in Massachusetts, which was ap- 
proved by the Insurance Depart- 
ment, not only contains a safety 
clause which is in compliance with 
the New York law, but ‘that such a 
clause is also in compliance with 
the Dewey law. 

The contract, which the associa- 
tion submitted to the Insurance De- 
partment two years ago, contained 
the following provision, which was 
printed in the policy in bold type: 
‘No personal liability is incurred 
by becoming insured in this associa- 
tion.’’ This clause was inserted 
and thus emphasized by large type 
for the purpose of convincing the In- 
surance Department that the policy- 
holders were not liable to any charge 
beyond the premium named in the 
policy. 

It now appears, however, that the 
same contract contained the follow- 
ing clause, which officers of the 
association now claim is a safety 
clause within the meaning of the 
New York law :— 

‘* All notices addressed to the in- 
sured, or other person designated 
by him, at the last post-office ad- 
dress appearing upon the books of 
the association, shall be deemed a 
sufficient notice, and it shall be 
a condition precedent to the con- 
tinuance of this policy that a sum 
equal at least to the amount of the 
last preceding premium paid shall 
be paid said association when due, 
and any deficiency in said amount 
from that required under the condi- 
tions of this contract shall be paid 
upon demand and notice from the 
association.”’ 

The words of the foregoing clause 
italicized are those which the offi- 
cers of the association claim would 
permit them to levy an assessment 
beyond the premium named in the 
contract, and, as stated, they further- 
more claim, notwithstanding the 
opinion of the Insurance Depart- 
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ment, supplemented by the finding 
of the attorney-general, that such a 
clause is in accordance with the 
Dewey law. This contention, it is 
understood, they are prepared to 
maintain before the courts. 

Under these circumstances, if the 
powers of the insurance commis- 


PROVIDENT SAVINGS 


Monthly Journal of Insurance Economics. 


sioner in regard to the revocation 
of licenses are enlarged the Mutual 
Reserve Fund will contest any at- 
tempt to act against it thereunder, 
on the ground that the policy issued 
in Massachusetts is not in violation 
of its charter nor in violation of 
the Dewey law. 


LIFE — COMPARATIVE 


FINANCIAL EXHIBIT 


(Compiled for the JOURNAL OF INSURANCE Hosea orice 


TENNESSEE 
EXAMINATION NEW YORK oS 
JUNE 29, 1901 


[NEW YORK REPORT 
DEC. 31, 1900 


LEDGER ASSETS 





Book V Value of Ret r Estate 

Mortgages and Loans on Real Estate 
Loans secured by Collateral 

Loans on Companies’ Policies............- 
Premium Notes or Liens on Policies....... 
Book Value of Bonds, excluding interest. . 


a Valine Oe MLS cc cbicc whheae ah¥aestered 


haa Debit IND 5. ia.5. cg keke Sneha cae 
BN Bh Is 6.6.6 56-4. 60640 06ne whke anes 


Deduct Ledger Liabilities.......... 
Total Net Ledger Assets ........... 


NON LEDGER ASSETS 


Interest and Rents Due and Accrued 

Market Value of Real Estate over Book 

Market Value of Bond and Stocks over 
Book Value 

Premiums in course of collection, 
of collection 

Internal Revenue Stamps................ 

CON 656.60. srs caw eusinowccen 


less cost 





Gross 


Deduct Items not Admitted 
Agents’ Debit Balances, unsecured 
Bills Receivable, unsecured 
Premium Notes, Liens or Loans in excess 


Total Non-admitted Assets......... 
Total Admitted Assets 


LIABILITIES 
Net Present Value of all Outstanding Poli-| 
cies in Force 
Present Value of Installment Policies 
Net Policy Claims, adjusted and unadjusted] 
Accrued Interest 
All other Liabilities except Cash Capital.. 


$3,305,413.05| $3. 93 


$3, 305,078.64 


$4,026,325.00 | 


~ $3,821,121.44 | 


3,236,560.00 | 


$458,425.29 
423.200. 


$458,773.93 
482,300.00 
18,090.00 
,110,354.20 
155,581.17 
676.311.39 
65 656.81 


$922,728 24 
536,300.00 
5,000.00 
.801,015.83 
169,795.11 
716,179.56 
84.311.48 
468.154.46 412,489.88 
2,638.97 ye 722. 27 
238,906.00 211,526.58 
45 000.00 
$4,406 068.95 

1. 382.95 

$3,675 ,383.$ 


468 528.18 
2,264.42 
132,949.23 
50,000.00 


334.41 
$4,406,068.95 


63,530.7 62,231.5 64,072.09 


9,722.35 51,471.76 


63,540.7: 72,990.97 
576,093.90 | 2,267.00 517,372.00 
8,369.62 | 5,712.16] 4,898.07 
$4,261.917.25!  $5,116,873.84 
154,813 56 
2,638.97 | 


133,949.22 | 211,526.58 


1,722.27 
50,122. 60 | 
3,773.93 | 
211,849.06 | 
$4,050,568. 19 | 


| 


213,248.85 
~~ $4,903,624.99 


135,213.65 | 


| 

,524,12 4,160,313.00 
9.134.16 9,405.1 8,506.00 

164,360. 00! .733.00 


14,098. 51| 





Total Liabilities on Policy-holders| 
Account 

Gross Divisible Surplus 

Capital Stock Paid Up 


4 
8,424,062.61| 8, 699,597.50 | 


4,162.00 | 919.25 


4,351,787.57 
451,837.42 
100.000,00 


367,058.83 | 
100.000.00 | 


"9: 50,970.69 
100,000.00 | 





$467.058.83 $350,970.69| ($551,837.42 


| $102,886, 128. 00 | $96,711,000.00 | $93, 832,136.00 








1902. 
57th Annual Statement of the 


Mutual Benefit Life Insurance Co. 


NEWARK, N. J. 
FREDERICK FRELINGHUYSEN, Presipenr. 


Receipts in 1901. Expenditures in 1901. 
Received for Premiums $11,006,984.89 | Claims by Death $4,224,703.81 
Received for Interest and Rents... 3,628,624.90 Endowments and Annuities 1,112,515.41 
~~ $14,635,609.79 | Surrendered Policies 1,257,986.68 
SEE AES, A08. Dividends or Return Premiums.... 1,742,630.44 
(Paid Policy-bolders, $8,337,836.34.) * 
Taxes and Internal Revenue Stamps 413,372.40 
Expenses, including Agents’ Com- 
missions, Ady’rt’ing, Salaries, etc. 1,776,992.10 
Premiums Paidon Bonds Purch’sed —_—_—_—_275, 385.00 
a eee as $10,803,535.84 
___70,956,962.82 Balance Jan. 1, 1902.......... 74,788, 136.77 
85,591, —————————— 
Ew Total $85,591 ,672.61 
Assets Jan. 1, 1902. 
Cash on hand and in Banks $945,274.74 
Loans on Collateral, U. 8. Bonds, and other Securities 6,769,450.00 
United States and other Bonds, par. ; 16,891, 167.56 
First Bonds and Mortgages on Real Estate 36,013,326.73 
ee tie nha 6 et as sia Sas oer OR Eo aes, vies2000 64 x0ebseMak os ¥eredetsiarstovwcieraseanae 2 933,387.01 
Loans on Policies in Force 11,212,167.39 
I Be Ie GG 6.6 056 6.0 6.0: 6 Fbn sc ccnncees ctnesveesidheonsedeycenescsue 23,363.34 
$74,788,136.77 
IE is huteheatilsoven> es ean nes sinaees odsanaweeecuaise . 
Net deferred and unreported Premiums on Policies in force 
2,050,890.92 
$76,839,027.69 
Liabilities. 
EG RE NS inn oS einagae ens vetinneba us oan sbhinge cpuetie dns dens 270,589,337.00 
Special Reserve on Policies issued since 1899 on 3 per cent basis. ......... 299,268.00 
Policy Claims in process of adjustment 245,990.07 
Deferred Endowment Claims 56,898.49 
ST I Soule’ w alg nerds § ube Kad soe each dub elacd keadewebbasscexawdeds 11,672.50 
Present value of $174,335.66, hereafter payable on Matured Installment 
128,512.75 
Allowance for Unpresented and Comtngene Pas chvkssinedinbevedonte 250,000.00 
Dividends due and unpaid...... 304,602.59 
Premiums paid in advance 46,924.67 
71,933,206.07 
Ie Fae era i:ks hatha etenns, seo msk ee daw deo ccduarecca ne otaheoks eae $4,905,821.62 
Reckoning Assets at Market Values the Surplus would be $6,477 ,343.59 
Policies issued and revived in 1901, 18,589, insuring 238,849,699. 
Policies in force Jan. 1, 1902, 120,869, insuring $294,268,513. 


DIRECTORS. 


Amzi Dodd, Fred’k M. Shepard, Bloomfield J. Miller, James B. Pearson, 
Eugene Vanderpool, Rob’t F. Ballantine, Edward H. Wright, Fred'k Frelinghuysen, 
Franklin Murphy, Marcus L. Ward, Albert B. Carlton, Charles 8. Baylis. 





The Greenwich Insurance Company 


of the City of New York. 


ORGANIZED IN 1834. 


OFFICE, No. 161 BROADWAY. 


(This Company has been uninterruptedly and successfully in business sixty-seven years.) 


SIXTY-SEVENTH ANNUAL STATEMENT. 
JAN. 1, 1902. 

Cash Capital......... eeeeee $200,000.00 
Reserve Foniion: Fund, New Y ‘at Standard 1,307,955.40 
Reserve for Losses and all other claims. sseeses 426,614.62 
Net Surplus....... ‘ — : 135,656.39 

$2,070,226.41 
SURPLUS, 4s regards Policy-holders... $335,656.39 





NEW ENGLAND MUTUAL 


LIFE INSURANCE COMPANY 
Post-office Square BOSTON, MASS. 
STATEMENT OF BUSINESS FOR 1901. 


Ledger Assets Jan. 1, 1901....$28,528,424.47 | (Disbursements, continued. ) 


RECEIPTS, | Ledger Assets Jan. 
Se $30,115,280.32 
Market value of Se- 
curities over Ledg- 
$1,862,059.76 
Interest and Rents 





For Premiums .. .$4,231,685.08 
For Interest and 
Rents. , 362,732.48 
Protit and Loss... 34,080.27 5,628,497.83 


$34,156,922.30 accrued Jan, 1, 
19038 2. vecceccces + 198,873.22 
DISBURSEMENTS. | Net Premiums in 
Death Claims ....$1,794,299.23 course of collec- 
Matured and Dis- tion 545,419.95 2,606,352.5 


counted Endow- , 
Gross Assets Jan. 


ments 321,515 
o 909 
Canceled and Sur- Dy TOUS. 02 cenereee $32,721,633.25 
rendered Policies, 437,391.0: 
Distribution of Sur- | LIABILITIES. 
485,896.22 | Reserve at Massa- 
| chusetts standard 
34 and 4 per cent, $28,911,883.60 
Balance of Distri- 
Commissions to butions unpaid «+» 169,919.58 
Agents, Salaries Death and Endow- 
Ag s, Salaries, asap 
Medical Fees, Ad- | ment Claims ap- - 
vertising, Print- proved 97,089.86 
ing, Stationery, Death Losses re- 
Taxes. and all ex- ported on which 
pensesat the Home no proofs have J 
Office and at Agen- been received .... 62,249.00 
i 1,002,540.50 4,041,641.98 | Suspense account. . 10,000.00 29,251,142.04 


Carried forward, $30,115,280.32 | $3,470,491.21 


Total paid to Policy- 
holders $3,039,101.48 
Amount paid for 


BENJ. F. STEVENS, President. : ALFRED D. FOSTER, Vice-President. 
S. F. TRULL, Secretary. WM. B. TURNER, Asst. Sec’y. 


Granite State Fire Insurance Company, Portsmouth, N.H. Sivec P'toweca sccy. 


ANNUAL STATEMENT, JAN. 1, 1902. 
ASSETS. | Concord and Montreal Railroad, 4s....... $ 27,820.00 

State of Massachusetts, 348....... ........8 22,250.00 Boston and Lowell Railroad, 4s........... 10,897.00 
Boston, Mass. » 3 10,900.00 Be) ee 8 ere 5,670.50 
Bo-ton, Mass., sae 10,875.00 | Peterboro & Hillsboro R. R., 448 

Quincy, Mass., r~ 7,057.50 | Concord and Montrea) Railroad Stock 

Malden, Mass., 18,830.80 Boston and Maine Railroad Stock 

Ta unton, Mass., 48 ; 8,945.60 Worcester, Nashua and Rochester Railroad, 

Newton, ‘Mass., : 10,665 00 Other Bonds and Stocks ................++. 
Manchester, N. H., 104,890.00 | Real Estate owned by the Company 30. "300.00 
P ortsmouth, ., 48 3037. First Mortgages on Real Estate. . 13,350.00 
Dover, N. H., 723. Cash in Bank and Office 39,600.62 
Ni ashua, N. H., 10,945.00 2 
Concord, N. H., 1,150.00 Pasnines in cour se of collection 

oo —" _ 4s 11,492.40 | Due from other Companies 1,489.97 
ittsfield, N. H., 2,702.25 

Peterborough, N. H., 4s... 4,311.20 | $580,150.84 
ED cae dkessibesesaubectocvneus 5,712.50 

I AD sos ng sdbakanevasssanenens 5,564.50 


Milwaukee, Wis., 3}s 5,291.00 eins y 228,520.18 
Hillsborough County, } 11,334.00 All other EEN sv sties cos ssxbeececise: 13 567. 34 


Columbia County, W ash., 530). | Total Liabilities. .............{ 278,750.81 
Rockingham C ounty oN. Hi. » 48, 73 Capital Stock paid up 200, 7000.00 
Rockingham County, N. H., 6, 187.20 | Net Surplus over all 1 liabilities 101,400.03 


STATE OF NEW HAMPSHIRE —INSURANCE DEPARTMENT. 

CONCORD, N. H., Jan. 11, 1902. 
This is to Certify, that on the Eleventh day of January, 1902, I completed a personal examination of the finane ial standing and 
condition on the thirty-first’ day of December, 1901, of the GRANITE STATE FIRE INSURANCE COMPANY, of the city of Portsmouth, New 
1, pshire, having appraised their securities and assets, und computed their liabilities, as set forth in the records of the office of the com- 
and in the accounts of its Tre: asurer, A summary ofthe result is as follows: Toto] Amount of Assets, $580,150.84 ; total Amount of Lia- 

8, except C ge fa 278,750.81 ; Capital Stock paid up in cash, $200,000.00 ; Surplus above Capital Stovk and ull Liabilities, $101,400.08. 

aL? IN WITNESS WHEREOF,I have hercunto set my hand and aftixed the seal of the Insurance Department. this eleventh 

5 ‘e of January, A.D., 1902. JOHN C. LINEHAN, Insurance Commissioner. 











FIFTY-FOURTH ANNUAL STATEMENT OF THE 


PENN MUTUAL LIFE INSURANCE CO. of Philadelphia. 


Net Assets, Jan. 1, 1901, 
at market value.............. +. $41,786,151 79 


RECEIPTS DURING THE YEAR: 


For Premiums and An 
nuities 
For Interest, etc 


, #9,682,902 33 
_ 2,350,231 09 
$53,319,285 21 

DISBURSEMENTS: 

Claims by Death 2,756,281 25 
Matured Endowments 
and Annuities........ 
Surrender Values....... 
*Premium Abatements.. 


Total Paid Policy- 
holders $5,088,184 71 
Added to Reserve, 
$4,325,045 00 
United States, Pennsyl- 
vania, and uther state 
GRIIOD v005 249 c0kske08e5 
Salaries, Medical! Fees, 
Office and Legal Ex- 
penses 
Commissions to Agents 
ORE RONG 220 cccecerccs 
Agency and other Ex- 
BOMSSS 2. oc cccsccccecece 
Advertising, Printing 
and Supplies 
Office Furniture, Main- 
tenance of Properties, 
etc. . 140,979 44 7,438,424 47 


Net Assets, Jan. 1, 1902 $46,380,860 74 


* In addition to the above abatements the Company allotted to 


deferred dividend policies $392,730.42, making the total apportion- 
ment of surplus during 1901 $1,017 953.96. 


911,078 75 
795,601 17 
625,223 54 


$310,329 17 


393,319 63 
1,356,424 76 





City Loans, 


_ 12,033,133 42 | 


ASSETS: 
Railroad and Water 
Bonds, Bank and other Stocks.... $15,803,983 16 
Mortgages and Ground Rents (1st 

18,383,151 24 


etc 1,206,658 90 

Leauses Collateral,Policy Loans,etc. 7,986,119 18 

Home Office and Real Estate, bought 
under foreclosure 

Cash in Banks, Trust Companies, 
and on hand 


2,482,936 92 
518,011 34 


Net Ledger Assets $46,380,860 74 

Net Deferred and Unreported Pre- 
miums 

Interest Due and Accrued, etc 

Market Value of Stocks and Bonds 
GORE GiB kvcdescvesciees Seta vabeedae 


1,263,567 23 
442,947 50 


591,646 07 


Gross Assets, Jan. 1, 1902 $48,679,021 54 
LIABILITIES: 
Death Claims reported, 
but awaiting proof..... 
Reserve at 34 and 4 per 
cent to Reinsure Risks .42,184,607 00 
Surplus on Unreported 
Policies, etc. 108,723 10 
Surplus accumulated up- 
on pee ial Forms of 
2,858,653 75 
Surplus for all other Con- 
CEMBONCIOS ccccccccceses f 8,322,957 i $48,679,021 & 


%209,080 54 


New Business of the Year; 26,249 
Policies for $62,153,057 00 
Insurance Outstanding Dec. 31, 
1901, 98,083 Policies for 242,051,662 00 


HARRY F. WEST, President. GEORGE K. JOHNSON, Vice-President. 
HENRY Cc. SROws, Secretary and Treasurer. JESSE J. BARKER, Actuary. 


LIFE, ACCIDENT, AND HEALTH INSURANCE. 


52nd Annual Statement (Condensed), 


AETNA LIFE INSURANCE COMPANY, 
HARTFORD, CONN. 


J. L. ENGLISH, Sec’y. 
W. C. FAXON, Asst. Sec’y. 
H. W. ST. JOHN, Actuary. 








MORGAN G. BULKELEY, Pres. 
Cc. E. GILBERT, Asst. Sec’y. 
FRANK BUSHNELL, Agency Sec’y. 


Assets, January 1, 1902.. 

Premium receipts in 1901 ..... 

Interest receipts in 1901.... 

Total receipts in 1901......... 

Payments to Policy holders in 1901 . oe 

Reserve, 4% Standard on Old Business, and 34% on Polici ies isxned in 1901, 
and all claims 

Special Reserve, in addition to Reserve above given...... 

Guarantee Fund in Excess of Requirements by Company’s Standard 

Guarantee Fund in excess of Requirements by Standard of Connecticut and 
Other States...... ccccccccccess 

Life Insurance issued and revived in 1901.... 

Life Insurance in force January 1, 1902 ........ 

Accident Insurance in force January 1, 1902 


$59,609,691 17 
9 ‘219, 773 26 
2'689,878 34 

11,909,651 60 
6,052,721 21 


52,270,264 92 
2,016,345 00 
5,328,081 25 


7,367,332 25 
25,141,075 00 
201,278,283 00 
182,998,619 33 





Paid Policy holders 
since organization 


$126,015,874.20 





CHESTER & HART, Managers, Life Department, 60 Congress St., Boston, Mass. 
BISHOP & ROBINSON, Managers, Accident Department, 7 Water St., Boston, Mass. 
H. L. LARRABEE & CO., General Agents, Railway Accident Department, 
176 Federal St., Boston, Mass. 





Berkshire 
Life Insurance Co. 


OF PITTSFi€LD, MASS. 


WILLIAM R. PLUNKETT, President. 


JAS. M. BARKER, Vice-President. 
JAS. W. HULL, Secretary and Treasurer. 


This Company, with its fifty years of successful 
and honorable practice, its solid financial condition, 
its fair and liberal policies, all subject to the Non- 
forfeiture Law of Massachusetts, commends itself to 
both policy-holder and agent. 





’ 
For circulars and rates address: 


F. J. FOSS, Manager, 
40 Water Street - - Boston, Mass. 





THE 


PRUDENTIAL 
INSURANCE @0. 


of America. 


JOHN F. DRYDEN, 


President. 


5 


HOME OFFICE, 
Newark, N. J. 








Agents Wanted. 








You can’t make a fortune in a minute 


or a year as 
general agent for the 


PENN MUTUAL LIFE 


Sut in a year you can see your way clear to a 
handsome income, increasing steadily in propor- 
tion to your ability. 

Your field is exclusive; agents of your own 
company do not compete with you; you reap 
what you have sown. 

We have some open territory — not much — 
reserved for the right men. To ascertain whether 
or not our general agents are prosperous, send 
for a list of 145 with whom you are at liberty to 
correspond. 


HENRY C. LIPPINCOTT, 
Manager of Agencies, Philadelphia, Pa. 


NATIONAL LIFE 
INSURANCE COMPANY 
OF VERMONT 


J. C. Houghton, President. O. D. Clark, Secretary. 
Jos. A. DeBoer, Vice-Pres. J. B. , Superintendent. 


This Company held January 1, 
during the pastdec ade : 
Assets 8 22,384,263.37; 
Surplus, 2,230,212.37; 
Insurance, 108,573,050.00; 
Sells the Most Modern, 
feitable Contracts of Life, 
Annuity Insurance, 


Good Agency Contracts for Reliable Men. 


1902, and gained 


Gain, 193.534. 
Gain, 144.614. 
Gain, 111.364. 
Profit-Sharing, Non-For- 
Term, Endowment and 


JAMES T. PHELPS & CO., State Agents, 
159 Devonshire St., Boston, Mass. 
JAMES A. WELLMAN, State Agent, 
Pembroke Building, Manchester, N. H. 
GEORGE P. DEWEY. Gen’! Agent 


33 Exchange St., Portland, Me. 





PHENIX 
INSURANCE 
COMPANY 


OF BROOKLYN, N. Y. 


NEW YORK OFFICE, 


47 CEDAR ST. 





The Mutual Benefit 
LIFE INSURANCE CO.., 


NEWARK, N. J. 


FREDERICK FRELINGHUYSEN, PRESIDENT. 


ASSETS (Market Values), Jan. 1, 1902. .§ 
LIABILITIES 
SURPLUS 


78,410,549.66 
71,933,206.07 
6,477,348.59 


MUTUAL BENEFIT POLICIES 


CONTAIN 
Special and Peculiar Advantages 
Which are not combined in the 
POLICIES OF ANY OTHER COMPANY. 








Agents’ Reference 
and Exchange List 














The following are Members of the 


National Association of Local Fire Insurance Agents 


~ 


<ENTUCKY 
‘ Robi t net 
McAsee & Dunce iW. 4 i 
CAROLINA 
Pay Wilm 


t 

} 

I 

a 1iSV I 
OUISIANA NORTH 
Peter F, Pescud, New Orlear Walk 








| NORTHERN 


ASSURANCE ad 2 
COMPANY  GEO.E.IDE. PRESIDENT. 
| OF LONDON TEDASSETS 6 12, 
| Eastern and Southern Y RESERVE &C. ; % 10,2 
i » Departments, ND-ENDOWMENT FUND P i 7. 
| 38 PINE ST., NEW YORK. INGENT FUND * 


George W. Babb, Manager. URPLUS $ 1,2 . 
T. A, Ralston, Sub-Manager. INSURANCE IN FORCE $ 54,069, 852.00 





























STRONGEST IN THE WORLD” 


The Equitable Life 


Assurance Society 


OF THE UNITED STATES 





Outstanding Assurance 

Dec. 31, 1901. . . $1,179,276,725.00 
New Assurance Issued 

in IgOl .. ... 2 45,912,087.00 
ee 
Income ...... 64,374,605.94 
Assets Dec. 31, 1go1 . 331,039,720.34 
Assurance Fund and all 

other liabilities . 259,910,678.28 


Surplus , ; es 71,129,042.06 
Paid Policy-holders in 


27,714,621. 42 


JAMES W. ALEXANDER, President 
IAMES H. HYDE, Vice-President 
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